1 :05-cv-02048-RBW Document 60-4 Filed 01/15/2008 Page1of8 



EXHIBIT 1 



1 :05-cv-02048-RBW Document 60-4 Filed 01/15/2008 Page 2 of 8 



Not Reported in F.Supp.2d 

Not Reported in F.Supp.2d, 2006 WL 1343647 (N.D.I1I.) 

(Cite as: Not Reported in F.Supp.2d) 



HSmartSignal Corp. v. Expert Microsystems, Inc. 
N.D.I11.,2006. 

Only the Westlaw citation is currently available. 
United States District Court,N.D. Illinois, Eastern 



V. Abuel , Fitch, Evei 



MEMORANDUM OPINION AND ORDER 

ASHMAN , Magistrate J. 

*1 Defendant, Expert Microsystems, Inc., moves 
this Court to modify the stipulated protective order 
that Defendant and Plaintiff, SmartSignal Corp., 
previously agreed to in February 2003. This matter 
comes before this Court pursuant to 28 U.S.C. § 
636(b)(1)(A) and Local Rule 72. 1 . For the reasons that 
follow, Defendant's motion is denied. 



I. Background 









and svstems for monitoring and controlling 
performance critical assets and related consulting 
services. Plaintiff is a company that provides methods 
and systems for monitoring and controlling equipment 
and systems, as well as related consulting services, 
and is a competitor to Defendant. The case at bar 

Defendant's use of the multivariate state estimation 
technique ("MSET") technology. (Def.'s Br., Bickford 



Venture Gain LLC is a small start-up company 
that focuses exclusively on the life science market. 
Venture Gain is a licensee of Plaintiff in the life 
science field. While there is no overlapping ownership, 
employees, or customers between Venture Gain and 
Plaintiff, Plaintiffs former CEO is now Venture 
Gain's CEO, Plaintiffs former Chief Scientist is now 
Venture Gain's Chief Scientist, and Mr. R. Matthew 
Pipke, Plaintiffs former Vice President of Technology, 
iw Venture Gain's Chief Technology Officer. 

:d to Plaintiff. (PL's Resp., Pipke 



Pipke i: 



eel., H 6-7, 10-12.) 

Mr. Mark Hetzler works at the law firm Fitch, 
/en, Tabin & Flannery ("FET & F") and represents 
ainfiff in litigation against Defendant, including in 
e instant case, while simultaneously acting as patent 
osecution counsel to Plaintiff for patent applications 
at involve technology sii 



9; PL's Resi 



1..112, 15.) 



4.937.763 ("the '763 patent"). At the outset of 


litigation, on February 1 1 


, 2003, the parties entered 


into a stipulated protective 






lation designated under the 


protective order shall be u: 


sed only for the purpose of 


preparing for and conduc 




appeals) and not for 


any business, research, 


development, or othe: 


r purpose whatsoever. 


(Stipulated Protective Ord< 


;r, Docket Nos. 14-15.)The 






on August 15, 2003, due 


to Defendant's request for 


reexamination of the '763 i 


aatent. (Docket No. 19.)On 


January 27, 2005, this act 




stay was lifted. (Docket Nc 


). 20.) 


On January 3, 2006, L 


)efendant moved this Court 


to modify the stipulated p 


Totective order in order to 


prohibit Pipke from access 


to confidential information 


produced by Defendant an 




including Hetzler, represe 


nting Plaintiff and having 
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Defenc 



ilf of Plaintiff or Venture Gain for 
i litigation, including all appeal 
years thereafter. (Def.'s Br. at 2.) 
tat modification of the stipulated 
protective order is appropriate because Pipke and 
Hetzler are competitive decision-makers for Plaintiff, 
as (I) Pipke was Plaintiffs Vice President of 

and is currently the Chief Technology Officer for 
Venture Gain, and (2) Hetzler prosecutes patent 
applications for Plaintiff, including those wherein 

According to Defendant, unless the stipulated 
protective order is modified, disclosure during 

prejudicial to Defendant. 




Tel. Co. v. Grady. 594 



When 


i deciding whether to modify a pre 














leability at the time of issui 




pt the 


modil 


Ication requested, parties 1 reliance 


on the 










Mura 


taMfs. Co. ,234 F.R.D. at 179. 







M fg. Co., 234 F.R.D. at UOJ iskase Corp. v. W.R. 
Grace & Co., No. 90 C 7515, 1992 WL 13679, at *4 
(N.D.IH.Jan.24.1992.) It follows that Defendant must 
make a strong showing of good cause before this 
will modify the stip ' 



Court 



, Defeni 



I ., ion wouIJi l"" i 1 J Plaimifl 
the counsel of its choosing, which is disfavored in our 
judicial system and requires a strong showing in and 
of itself. Cummins-Allison Corp. v. Glory Ltd., No. 02 
C 7008, 2003 U.S. Dist. LEXIS 23653, at *29-30 

[ :j -i: •■i7 l 7ii, t - j r i-i-i;."i 



B. Defend; 



•s Moti- 






ition is untimely as (1) Defendant knev 
i FET & F's involvement with fh 
:nt in this case as early as June 2000 bu 



ind (2) despite the fact that Defenda 
Pa intention to go forward with 
, Defendant unreasonably waite 

:s of laches, equitable estoppel, a 



:y for Plaintiff as early as June 2000. 
n, FET & F, has counseled Plaintiff in 
i since 1999. (PI .'s Sur-Reply, Hetzler 
une 20, 2000, Hetzler filed a Petition 
intentionally Delayed Payment of 
ce Fee with the U.S. Patent and Trademark 





5, 2003. 



was entitled "Petition to 
intentionally Delayed Payment of Maintenance Fee 
C.F.R. § 1 .378(c))" and in it Hetzler explained that 

■ itentional."(Id., Ex. A, EM 0114-0115.) 
itly, Defendant directly referenced Hetzler's 
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to Mr. Hetzler) on January 24, 2003.(Id., Ex. B.) 
Interrogatory No. 29 of Defendant's first set of 
interrogatories reads: "State all facts that support the 

maintenance fee for the 763 patent was 


documents. (Id. 1 6 and Ex. C.) 
reiterated her objections t< 
documents and raised Pipke's 
Gain as an additional reason fo 
.'■..,1 i in 1 materials (Id. H 7 a 
2005 letter, Hetzler argued 
competition between Venture C 
H 8 and Ex. E.) 

Defendant hired new coi 
(Docket No. 30), but the 


Counsel for Defendant 
) Pipke's access to 
position with Venture 
r barring him access to 
md Ex. D.) In a July 22, 


'unintentional,' within the meaning of 37 C.F.R. 
1.1370)-) and 1.378(cV'(ld.1 

*3 Defendant also had knowledge of FET & F's 

least seven other patents filed in 2001 and 2002, in 


iain and Defendant. (Id. 

insel in August 2005, 
dispute over Pipke's 



its "the p 

associated with [the FET & F] Customer Number 
22242 with full power of attorney" and requests that 
all correspondence be sent to FET & F. fld, Ex. E.) 
While Defendant suggests that the public record for 
these patents only referenced attorney Perry J. 
Hoffman of the law firm Michael Best & Friedrich 
LLP, (Def.'s Reply at 5-7), Hoffman worked for FET 
& F until 2002 and, in February 2003, public records 
still listed FET & F (including Hetzler) as having 
powers of attorney on Plaintiffs prosecution files. 
(PL's Sur-Reply, Hetzler Decl, 1 II.) In short, the 
public record is replete with evidence of FET & F's 
work on behalf of Plaintiff well before the parties 



fore 



d FET & 



;able for 



to the February 2003 stipulated protective order. 

2. Pipke 

Defendant learned of Pipke's role in June 2005, 

2005, Hetzler, in his capacity as litigation counsel for 
Plaintiff, advised counsel for Defendant that Pipke 
was no longer employed as Plaintiffs Vice President 
of Technology but had rejoined FET & F on January 1 , 



appearance on June 
for Defendant ex 


preTed 


' ( °o°nce™° 


share n hoLer° r 


lflict c 
of Pla 


lue to Pipke's dual 
Lintiff and outside 


(1 uC M 
Defendant's 


intiff , 


'Tcur 


to deny Pip] 


"confidential- 
Defendant to 


follow up on 


s only" in oi 


Hetzler Decl 


.,11 5 


and Ej 


l. B.) On Ju 


Hetzler infor 


med C 


ounsel 


for Defenda 



materials beginning 


on August 24, 2005. (Id. 1 10 and 


Ex. G.) Defendant 


responded on August 23, 2005, 


with a letter objectir 


;g to Pipke's access to confidential 


materials, as well 


as Hetzler's role in prosecuting 


patent applications 


for Plaintiff. (Id., Ex. H.) The 


August 23, 2005 let 


ter also questioned why FET & F 


should not be disqu; 


alified from representing Plaintiff 


*4 Please provi 


de us with your response no later 


than the close of b 


usiness on Monday, August 29, 


2005, so that we m 




filing a motion to di 








regarding your inte 




access to confidenti 


al and proprietary documents and 


information produce 


;d to SmartSignal's counsel in this 


litigation. However 






vhen the motion must be filed. We 


expect to file this 


motion no later than Friday, 



(Id.)On 
Defendant's 



sr. (Id. H 12 and Ex. 
in on September 2, 






Id.1 U 



Pipke as 



mJant 



y3> 



s Court to modify the 
lg Defendant's confidential ini 
FN1. Defendant suggests t 
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disagreement between Defendant and Plaintiff 
regarding the appropriateness of Pipke's 
representation, Defendant's failure to act on its threat 
to file a motion "no later than Friday, September 2, 
2005" could reasonably be interpreted by Plaintiff as a 
decision to drop its objections and reluctantly permit 
Pipke to participate in this case. Plaintiff relied on that 
representation when it began educating and relying 
upon Pipke in October 2005 and, under the principles 
of equitable estoppel, it is too late for Defendant to 
object now. Finally, Defendant's three-year delay in 
objecting to Hetzler and its six-month delay in 
objecting to Pipke constitutes waiver of its conflict of 
interest argument. See Inrej Possession and Control of 
the Comm'r of Banks and Real Estate oflndep. Trust 
Corp.. 764 N.E.2d 66. 99-100 (IU.App.Ct.200n 
(finding objection to attorney conflict waived after 
seven-month delay); First Naf I Bank of Elgin , 504 
N.E.2d at 1264 (finding objection to attorney conflict 
waived after fifteen-month delay); Tanner. 459 
N.E.2d at 329 (finding objection to attorney conflict 



Defendant's President, Ra 


idall L. B 


ckford 


The Court is not persuaded by motio 


s file- 


in other cases, as (1) thos 






before this Court, (2) the 


re are difi 




between the two cases, ar 


d (3) Defe 




objection to Pipke and He 






case does not necessarily mea 




Defendant objects to their 


jattfcipation in th 


case at bar. The Court do 






that December 12, 200* 


, is still 




months after September 2 


2005, and 


only 



Laches, Estoppel, and Waiver Bar Modification 
The doctrines of laches, equitable estoppel ar 



•wnefit fre 



sJm, 



right in o 
7%.'.'. • ir.j. _/■: 



F.3d 813, 820 (7th Cir.1999) . For 
Plaintiff must show that Defendant demonstrated an 
unreasonable lack of diligence by not filing its motion 
sooner and that Plaintiff was prejudiced as a result. 

Id. : Heiene Curtis Indus.. Inc. v. Church & Dwieht Co.. 
560 F.2d 1325. 13.14 (7th Cir. 1977 V ert den., 434 U.S. 
1070(19781 . To establish equitable estoppel Plaintiff 
must show that Defendant m " ' 



m. 300 F.3d 829. 834 (7th Cir.2002) . Finally, 
Dcurs when a defendant manifests an 

Woods , 301 F.3d 556, 560 (7th ■ ... J^J 






*5 Plaintiff relied on Defendant's lack of action to 
its detriment. Since February 2003 and October 2005, 

that Hetzler and Pipke could acquire the technical 



C. Even If Defendant's Motion Was Not Time Barred, 
Defendant Fails to Establish Good Cause For 
Modifying the Protective Order. 

Defendant argues that good cause exists to 
modify the stipulated protective order because in 
February 2003 it was unforeseeable that Plaintiff 



miff argues that neither Hetzler, 



>n Hetzler and Pipke to prepare its 
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process of litigation by denying ac 

" M Mktg. Group, Inc. v. H. O.T.I Coupons, LLC, 



No. 98 C 7408, 1 999 WL 61 8969, at *2 (N.D.I11. Aug. 
9. 1999) (internal quotations omitted). Risk " 



m-making refers to an attorney's 
>n, and relationship with a client 
o involve attorney's advice and 



(pricing, product desig 
or corresponding infoi 
See also Mats ushita Etec. Indus. Co.. 



,, 929 F.2d 1577, 1580 (Fed.Cir.1991) (The 
' is not regular contact with other corporate 

.). Because a factual inquiry is required, the 
grant of access cannot rest on a general 
mi that one group of lawyers is more likely or 
y to inadvertently breach its duty under a 
5 order. U.S. Steel, 730 F.2d at 1468 . Rather, 



se-by-ra 



; and la' 



attorneys at issue from receiving confidential 

introspection required to avoid inadvertent disclosure 
is simply too much to expect, no matter how 
intelligent, dedicated, or ethical the patent attorneys 
maybe. Motorola, Inc., 1994 U.S. Dist. LEXIS 20714, 

,. 1 S m ,>.,/ n 111 ... 200 i 
Dist. LEXIS 23653, at *22-24. 

FN2. Defendant claims that it has done 

technology and know-how into their 

be valuable and directly applicable to 
improving the prediction model methods 
used by Plaintiff and Venture Gain. 
Furthermore, Defendant claims to have an 
extensive body of related technology that 
enables the most effective use of prediction 
model technology for monitoring and 

business of Plaintiff-and also claims to be 
developing applications for its technologies 
in the infrastructure secunry in I rmatioi 
ledical fields that overlap 



I' I. A- ■■ '■'■ V ■ / T. ■ ■/ /"'■■' . {•_ /_/ ■ ' V V ru!£rj 



exposed to competitor's confidential 
i will have to constantly challenge the 
/ery idea and every spark of genius when 



:s, the Federal Circuii clearly 



VIcl. The In re Sibia Court 
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04 C 53 12. 2004 WL 2534389. at 
2004) (rejecting per se rule denying access to patent 
attorneys based on U.S. Steel and In re Sibia ); 
Medlmmune. Inc. v. Centocor. Inc.. 271 F.Supp.2d 
762. 774 n. 13 (D.Md.20031 ("If shaping patent 



Thus 









le facts of th 



Hetzler or FET & F wi 
the stipulated protective order and refrain from using, 
either inadvertently or intentionally, Defendant's 
confidential information. Furthermore barring Hetzler 
or FET & F from prosecuting similar patents for two 
years following this suit, without some tangible reason 
or good cause other than the general threat of 
inadvertent misuse of discovered materials, is the 
exact type of overly broad and generalized fear 
rejected by the Federal Circuit in U.S. Steel and In re 

2. Pipke 

Chief Technology Officer and is a named inventor on 
several patents and applications assigned to Plaintiff. 
Defendant concludes that Pipke should be denied 



Venture Gain. (Def.'s Br. at 6-7.) 

Defendant's only evidence of actual competitit 
between itself and Venture Gain is text taken ftoi 
Venture Gain's website. In paragraph S of h 



pursue and therefore lists various areas or markets that 
Venture Gain might potentially entertain, including 
genomics and pharmaceuticals, medical patient 
monitoring, infrastructure security information 



equipment monitoring markets, precisely to avoid 
being competitive with Plaintiff (and concomitantly, 
with Defendant).(Id. ffl[ 7-8; PL's Resp. at 14-15.) At 



with Venture Gain for busi 



*7 Defendant argues that Venture G 
competitor because (1) like Defendant, Vent 
(according to its website) has business inte 
applications in the areas of infrastructures 



the 763 patent) an 


d ther 




t as far as tec 


:hnolo 




;es. Just beca 




use Pli 




tdoes 




















Gain! 


pli ,1 


• . ■ 






with 1 
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dng business interests with Defendant, i 
: of SBM technology and the 763 patent ism 
to make it a competitor of Defendant as 



*8 Neither Pipke 
Plaintiff, nor his statu 
Plaintiff, makes him a c 
Defendant presents no 


:s former employment with 


businesTdtcl V ions P '(pT 


iff or is involved in Plaintiffs 
•sResp., Pipke Decl., m4-5.) 


D. Protective Orders In 


Other Cases Are Not Relevant. 


Finally, the Court i 
SmartSignal Corp. v. 


s not persuaded by Defendant's 
:ctive order in the case of 
Randall L. Bickford, Expert 



Janu; 


iry 3, 2006, 


put re 


strictions 


on 


Itetzicr 


and 


Pipk. 




confidential inf 






the 




ion of juris 


dictional 












isidered if federal jur 




is ft 






■ Ihe 


Bickford Cas 




etNo. 44. 


)Giv 






focus 


i, the protecti 






ckfc 


rd Case does 


noth 


elp to resolve 


■ the disc 


rote now t 




e the Co 


urt. 



N.D.I11„2006. 

SmartSignal Corp. v. Expert M 

Not Reported in F.Supp.2d, 
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